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Honorablo CMstopher Cox
Chairman
U,S, Securities and Exchange Com.mission
100 F $beet, N.E,
Washlngtonr D,C. 20549

Dear Chalrmal Coxr

The regulatioa of tho proxy process ia a firodameltal activity of tbe
Com.olssion, Tbo Senate Coo.mittee oa Baddng and Currency in its Roport on tle
Fedsral Sesuritiee Exchangn Act of 1934 diecuesed the importance of proxies sld eaid
"[i]n order that the stockholder may have adequato knowledge as to ttre maunsr !o
whlch bls intorests are being served" it is eesential tlat he be enlighteued not only as
to the finaaclal condition of the corporation, but also aE to thE maJor questious of
poliqy which are decided at stockholders' Eooti!96" (April rz, 7Sg+, pa1s 72),

As Menbers of tha United Statee Senate CoEEitt66 on BanlCng, Housing ard
Urban A.ffairs, we feei that sherehoidars' right to plaoe their proposals on ttre proxies
of tle pubilc compaaies ttrey owa i6 Exhemely important. It beneftts both
sh$ehoiders and tho publlc companias thay own,

Shareholdors are the owlers of a publlc comparay a:rd have a rigbt to
rneadngfully pariicipate la alecring direotors without rlotrlag aa r:ndue cost of a
soparata p,rory solioitation, It is or$ view that sha$holdere ehould continue to have a
right to propose I procedue for elootirg directors undar the curront CornmiSSiotr
shareholder proposal proceee and should havo a right to nominate altorEedvo
directors to lhoee eelocted by rnanagsloent,

Accordingly, we are submitting to you our comnstrts on the proposals set forth
!a Commisslon Releaee No. 34"56100, lC-27913, FiJ€ No, S7-tB-o7 End Con^uiesior.
Release No, 34-56161, IG27s14, FilB No , S7-17-07, whicb relate to th6 proxy accers
ald tls shareholder proposal procees. Iu our view, tbe cuneat procaos a!.d rulss
shor:ld be malutnirred and neitl€s proposal shor:Id bo adopted,
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SHAREHOT$ER ACCESS

It is our Judgment that tha securities lrarkots srrd toves.to$ would, best be
eerved by ad,opting no new rulo at tbis timei ihe commission ehould not adopt eith,er
of tbe proposals, Iaetead, tlo Commission shordd allow shareholdars to malie
proposals pursua.ot to its cu$ent rules and the siandards set forth in ihe dscisior of
the Untted States Circult Courl ofAppeals lor the Secoud Circult inArnerican
Fgderation of Stat6, Coun{ V Municipal Employees, Employeos pmelon plan v,
Ama canlnternafronal Group,46zE.sdt?i (Zd Ctu, 20bBt The Courfs rrr'lin8
clarlfled that, alsent a courolsslor restatomoDt ragardtngiho applicatioa of tie rules,
tbe current Gorsntesion rules allow lnvestore to fiIe prop-osals reiated to a procese for
providiag shareholder accees to tle corporate f,roxy itatement for lnclusion in their
companies' proxy matorlals. Permitting &e post-AIG status quo to ooutlnue woultl
protect shareholders' existing rlghts, which is sj1 tmFortaat concideratloa, Tbls
approach could ertrarce dhector performanoe aqd ;akg dlrector! more qttentiva to
lnvosior concome and values,

Wa aote that the Qpmmlssi6a i4 1g26, wheo it Iast ameuded the substance ol
the shareholder propossl rule at lssuE, stated that the rule permitted sharoholdsr
proposals regardiag the proceer for electing dlrectore. We ieliave thts is the
appropriate interpretati€E_of the ruIs, The Second Circuit Court of Appaals, lo lts
reviow of this rul e tn AFSCME v, AIG, obsenred;

The 1976 Statement clearly reflects the view that the electioa exclueion ie
limlted t,o shareholder propoeals usod to opposs solicitatioos deallug wlttr an
idsntified board oeat in an upcomirg olecdon and reJects the eoq,ewhat broadgr
l"ntergretation tbat tbe_elecdos_axcluiion appliee to,sharaholder proposals tLat
wouiil instltute procedures maldng euch oloction contests more fLeiy.

The Commle eion halil ibis poeition for slxteen yeara, uatll the stas of tbp Divtsiot of
corporation Flnsncs reversed lt tn a no-action letter llx t9g0 for r€aEons tLat it chosa
not to djscloce. The Secold Clrcutt Court of Appeale in.{.FFCMB y, l{IG stated tha
"SEG has not provided nor to our knowledge hai it or the Dlvislon aver provided
reasons .for its cha:rged poeitiou regardlng the oxoludabilip of proxy acceea bylaw
proposals."

The Court also said tbe Commtsslon Las a duty to $Elain ito departr:re fiom
prigr ugrmB a:rd we agree. It Ie advlgable that the Comltlssior requhe the staff to
r-Eairtaitr a bElslarsnt record and to explaln material changer il agency
iaterprotations they make in tlB no-aotion procsss. Tho inrplemeatadon ald
mgyto{ng of ruch a poltcy is neceesary to preclud.e auy peiceptiou of staff
arbibari[sE6 or favoritism towards certaln proponents or thelr rspreEa[ta$ves,


